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MEMORANDUM FOR: Deputy Director of Central Intelligence j!ﬁtlif ﬁ@”‘/
FROM: James H. Taylor bt
Comptroller
SUBRJECT': Presidential Management Iniatives

1. You have been invited to appear at a cabinet meeting tomorrow
to talk about "presidential management iniatives." Attached is a
short memorandum by John McMahon which summarizes what the President
and Jim Lynn will talk about. Also attached is a longer paper by
OMB which gives some of the background on these proposals. The
meeting apparently is designed to acgquaint everybody with this new
thrust and to guarantee that the follow-on letters will get an
enthusiastic reception from us.

2. Five general topic areas are discussed. One is the need
for better program evaluation. A second is concerned with the
burden on the US public of government reporting requirements and
is, I think, irrelevant to CIA. The third focuses on the question
of the need to contract out with private industry as much activity
as we can while holding our internal overhead down. The fourth
asks for renewed commitment to good personnel management including
executive development, position management control, etc. The
fifth is concerned with establishing good decision making processes
in government organizations.

3. Frankly, pieces of this are OMB at their worst, but we,
like everyone else, will have to go along with the gag. For the most
part I think we can explain in our response to OMB that we are
deeply committed to all these goals and carrying them out already,
but you will need to assure yourself that. This is the case.
There is action here for the Comptroller and the DDA and perhaps
other parts of the organization, but as I understand it, nothing
needs to be done until the presidential and OMB letters are in
hand.

James H., Taylgr

Attachments:
As Stated
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DCI/IC 76-0151

19 July 1976

MEMORANDUM FOR THE RECORD

SUBJICT: Presidential Management Initiatives

1. At a meeting in OMB on 19 July, I was advised of a forth-
coming requirement imposed by OMB under a program titled Presiden-
tial Management Initiatives.

2. It is planned that in the very near future the President
will hold a cabinet meeting attended by heads of agencies which
will cover the full range of management issues in the Government.
The program involves an evaluation of current programs, an effort
to reduce the burden of Federal regulations and reporting, pro-—
grams for personnel management, reduction of overhead costs and
encouragement for greater use of the private sector, and an effec-
tive decision-making process.

3. Following the cabinet meeting, OMB will task each agency
by letter to initiate a plan which will permit the program evalua-
tion as well as establish a schedule of accomplishment.

4. Under "Evaluation of Current Programs,” the plan is to
devise a program impact evaluation also known as zero base evalua-—
tion, with a statement of whether or not the program is meeting its
objective. This is somewhat akin to the "'sunset" laws, particularly
the Muskie/Roth proposal which set a~five-year limit on all .pro-.
grams, at which time they would expire. The evaluation should cover
the efficiency of the program as well as develop the priorities of
it, and within 60 days establish an evaluation unit within each
agency to perform the improvement and evaluation effort. This unit
should report directly to the agency head. The agencies will alseo
be instructed by OMB to devise their management plan which would be
incorporated with the FY 78 budget submission. There is further
stipulation that within 30 days of the cabinet meeting, the agencies
must identify 10 efficiency evaluation topics and be prepared to
report on the progress of them on 31 December 1976, as well as at
the end of FY 77. 1If an agency does not have 10, it must explain
why.

Approved For Release 2005/06/06 : CIA-RDP79M00467A003100100011-5



L —

" Approved For Bglease 2005/06/06 : CIA-RDP79M004674803100100011-5

o

3. The management plan called for by OMB should identify:

a, those programs that should receive program impact
or efficiency evaluation on a regular basis;

b. the proper timing and frequency of the evaluation;
c. the proper design of it;

d. the amount of public participation:

e. interagency coordination; and

f. the coordination of the evaluation with the budget
process and policy decisions. .

6. Under Reduction in the Burden of Federal Regulations and
Reporting, the President's desire is to reduce the reporting by the
public to the Government by 15% before the end of FY 78. This ob-
viously does not apply to CIA.

_ 7. Under Contracting Out and. Holding Down Overhead Costs, omne
should refer to OMB Circular A-76. Here we are encouraged to reduce
travel, insure efficiency in ADP practices, use wisdom in cash
management, watch the growth of reproduction equipment and audio/
visual activities, limit the use of telephone and mail, insure good
utilization of space, etc. Also, under this category the Govern-—
ment agencies will be urged to make greater use of the private
sector thus reducing the growth of Government. GSA will be
commissioned separately to review all Government office space as
well as to rewrite the Federal Property Management Regulation.

8. There is also great_concerﬁﬁregérding personnel management,
not only in grade creep which the Government is experiencing, but also
sheer growth. Example as follows:

HEW Justice Treasury VA
1966 99,000 33,000 90,000 169,000
1975 141,000 51,000 119,000 209,000
1976 150,000 53,000 123,000 222,000

9. Under the Initiative Program agencies will be required to
devise a system to insure that the best qualified arc hired and ad-
vanced, and a program established to identify at mid-career those
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personnel selected for executive development, not only through the
expevience of the right kind of jobs, but also training. There

will be particular encouragement for executive selection and develop-
ment and a system requested which will permit the identification of
high-potential employees. A PMCD type unit will be required as
well as the establishment of some means for measurement of producti-
vity.

10. Decision-making and Departmental Orxganization is an effort
to insure that a system exists for identifying the priority objec-
tives and to insure that decisions are made only after considering
all the factors. Some expression of an internal management informa-
tion system as well as the means of a centralized evaluation for all
programs exist. Concern is expressed over "layering": f.e., the
propensity in Government to have assistants, depuly assistants,
special assistants, etc. Tt Is noted that ERDA has requested 46
more supergrades, with 86 of their present 446 supergrades in the
assistant or special assistant categories.

11. In looking through the attached items, I noted that the
'IC Staff could speak to the National Foreign Intelligence Program
to some degree concerning program evaluation, training, a portion
of ADP management as it pertains to Information Handling, and policy
development. I indicated that the bulk of the items should rest
with the individual agencies of the Intelligence Community, and I
would pass on the information I had to Jim Taylor of CIA and the
administrative people, and that I would have Jim Taylor countact
Everett Keech directly in behalf of CIA.

John N. McHMahon™
isociate Deputy to the DCT
for the Intelligence Community

cc: Comptroller

DDA

D/OPBD ‘

D/OPET P.5. Hopefully, in the near future we will

D/OPP receive from OMB all of the above in

IC/Registry writing. Presumably, it will make more
Attachment: : sense then than now. J.N.M.

Ag stated above
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' Presidential Management Initiatives

A. Evaluation of Current Programs

1. Program Evaluation. Reopening, on a priority list basis,
old programs for complete reexamination as to whether they are being
run as well as possible.

2. Public Hearings. As part of such reviews, holding public
hearings.

B. Reduce Burden of Federal Regulations and Reporting

3. Review of Regulations. As part of such priority reviews, re-
publishing for comment, existing regulations as if the programs
involved were new.

4. Paperwork Reduction. Progress on the paperwork problem
including systematic ways to review better the burden imposed by old
and new paperwork requirements, including, on a selective basis, inviting
comments and holding hearings in advance of each renewal and each pro-
posed -new paperwork burden. : / . :

5. Uniform Administrative and Financial Requirements. Review and
design of standard financial and administrative requirements for programs
for which uniform guidelines do not exist.

C. Personnel Management

6. Grade Creep. ' "Grade creep," e.g., the tendency of average
General Schedule grades to move up over time in ways that are not Justi-

fied. (This is very costly.) .

3 - - e

7. Training and Advancement. Identification of and training and
advancement opportunities for personnel having management promise.

8. Productivity Measurement. Improving productivity measure-
ment and extending such measurement to functions not oresently covered,
as a means of judging both managers and individual staff performance
and improving productivity.

D. Overhead Cost & Use of Private Sector (A-76)

9. Layering. Surveying middle management structures to ferret out

"layering," e.g., assistants to assistants, assistants to deputies, etc.

10. Travel Expense. Achieve expected results from the current effort
to cut travel expense.
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11. Audio-Visual and.Equipment Expense. Improve management
of audio-visual activities and implementation of the task force
report on audio-visual expense; reduce equipment purchases; require
more efficient use of reproduction and retire file records to
storagoe.

12. QOverhead Cost Control. Plans for development of a system
to hold down overhead cost. Critical examination of overhead cost.

13. Overhead Cost. Reduction of equipment purchases, require
more efficient use of reproduction equipment, retire files.

14. Cash Management. Modernizing agency cash management practices
to reduce the amount of borrowing Treasury has to do to meet Government-
wide cash needs.

15. Contracting OQut. Use of the private sector more and "in-
house" personnel less to carry out Government programs.

16. ADP Management. Reducing the cost of data processing and
eliminating unnecessary and marginal computer workload.

17. Mail Management Practices. Review of mailing practices with the
thought of modifying mailing procedures as suggested by NARS.

18. Appropriate Utilization of Space.’ Review of current use of
space. Agencies have expanded space ho]d1ngs at a greater rate than
personnel expansion would require.

E. Effective Decisionmaking and Departmental Organization

19. Public Hearings. As part of such reviews, holding public

20. Accountability Audits. Upgrad{ng audits, particu?afiy of iﬁter-
Governmental programs, to assure public accountability for tax dollars.
(Consider "audit committees" of the type used so extensively in industry.)

21. Accounting Systems. Plans for making accounting system more
responsive to management needs.

22. Policy Development and Management Organization. The need in each
agency for a policy and management unit that reports directly to the
Secrotary, does not have programmatic responsibility, has enough expertise
to give the agency head and the heads of programs first-rate advice on
policy and management matters free of programmatic biases and follows
through to see that policy and management objectives are carried out.
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Followup on Presidential Management Initiatives

Plan of Action

l'

The President will send a followup memorandum
to the agencies the day after the meeting in
order to confirm key points madeu .

Jlm Lynn will send a followup letter one day
after the President's memo which provides more
detailed instructions, including a suggested
format for the agencies' plan of action.

The agenCLes will provide to ‘the President thru
Jim Lynn, OMB, an individually tailored plan of
action for response to Presidential Management
Initiatives for each of the five major issues
within 30 days of the Presidential meeting.
Agencies are also required to designate a high
level official (Deputy Secretary, Undexr Secretary,
Deputy Administrator) as a point of contact who
will have responsibility for this effort.

The agency plan will be reviewed by OMB/PADs/DADs
with M&O doing neccs:ary crosscutting summaries.
Director will respond to each Secretary on his/
her agency plan with ideas for modification revi-—
sion, agreement, etc., within 10 days, and will
call for a revised plan-and the first one-page. _
monthly status report. '

The OMB internal plan delineates the responsibi-
lities of and relatlonghlps between the PaDs/DADs
and M&O.

The President will hold a meeting in September to
provide feedback on the plans, as modified, assess
progress and determine the approprlata future
direction.

-
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EVALUATION OF CURRENT PROGRAMS

rmprovenent of the evaluation processes of departments and
agencies must be emphasizcd as #n essential priority in
achicving better management cf the executive branch.

Statement of Problem:

There is widespread disenchantment with the pervasive growth
of government, with its duplication, red tape and waste,

and with the seeming inability of many programs and
activities to accomplish their intended purposes. A good
part of the problem stems from the failure of agencies to
establish effective systems for accomplishing comprehensive,
program impact evaluations as well as efficiency evaluations,
which could demonstrate that programs are working well or
provide the basis for corrective action. ’ ’

In addition, agency evaluation practices generally do not
provide for adequate input from the public or for inclusion
of evaluative findings in their budget and management pro-
cesses, and all too often the evaluations themselves are not
objective. ~ ' B ' o o '

Analysis:
T+ is useful. to distinguish hetween two basic types of eval-
uations in discussing this issue.

1. Program Impact Evaluations

The most complicated and time-consuming evaluations
are the comprehensive assessments of program impact —--.
semetimes called zero-base evaluations. such evaluations
attenpt to determine whether a progran is adequately and
effcotively meeting its objectives as.cstablished (oxr per-
ceived) in statute or regulation. Program inpact evaluations
also seek to determine the extent of unintended adverse
consequences of a program. The ultimate guestion probed in
such evaluvations is whether it is worthwhile to continue the
program at all. Sometimes the answor is yes.  Sometimes the
ansvar is yves, bul only if important changes are nade.
Sometimes the answer is no -- the program is the wrong
apvroach to the objective-r-- in which case the sclution may
ranga from no Federal involvement at all to something at

the other end of the svectrum, like a pfoposal of an even
broader TFederal progran.
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ol years to design and complete, and often crosscut other
progyram areas in one or a number of agencies or crosscul
other levels of government. For example: -
© An elaborate evaluation of Title I of the Elementary
and Secondary Education Act is getting underway.
(Title I is aimed at meeting the special needs of
educationally disadvantaged children.) The evalua-
tion study is expected to take seven years -— at a
cost of more than $6 million for the first two years.
The design and measuremént techniques present a for-
midable task due to the diversity of projects and
the varied approaches taken by Statc and local edu-
cational jurisdictions in pursuing corrective
programs. This evaluation illustrates another
problem —~- getting the timing of evaluations to fit
necessary timing for corrective proposals. The
President's block grant proposal for education ante-—
dates completion of the study; it would have becen
more useful if we had had the benefits of the study
during the design of the block grant proposal.

® Similarly complex is an evaluation of the Compre—
hensive Employment and Trajining Act —-- wherein a
national sample of participants in training and
employment programs and of State and local program
sponsors is followed to determine, over a period
oL years, the impact of the programs on the employ-
nent and earnings of participants, and the effec-
tiveness and cost of the delivery systems.

The present congressional efforts toward enactment of so-—
called “sunset" laws (notably the Muskie-Roth bill presently
in mark-up in the Senate) which call for expiration of
almost all programs on a fivesyear basis also incorporate
reguirewments for zero-base evaluations of each program on
moxe ox less the same five-year cycle. Not surprisingly,
they are encountering substantial drafting problems. For
example, not all activities are appropriate for zero-base
review (e.g., whether to have U.S. attorneys). Further,
fixed timetables do not provide sufficient flexibility.
Some programs might well be so evaluated more often than
once every five years. Others less often than five,
particulaxly in view of the fact that the particular
evaluation just completed may have taken three to seven
years. :

Approved For Release 2005/06/06 : CIA-RDP79M00467A003100100011-5
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with requisite flexibility, systematic processes for

program impact evaluations are best left to exccutive branch
action; that is what the Administration is alrecady” doing

to @ limited extent and will be improving by virtue of
Presidential directions following the management meeting.
Where congressional cooperation is most needed is in getting
congressional commilttees to pay attention €0 good evaluations.
Undoer interest group pressurcs o keep all old programs,

o matter how bad, and to keep adding new ones, the committecs

ignore evaluations that would' support substantially changed
policies and programs. A good example is that nowhere in
the committee reports or conference report on the recently
enacted housing bills can we find even one reference to the
1873 housing study which points out the problems of public
housing.

»

2. Efficiency Evaluations

The second type of evaluation may be generally cate-
gorized as efficiency evaluations. Such studies do not
question the need for or intent of the program. Efficiency
evaluations may focus on a given segment of a program to
determine 3if there are ways of achieving costs savings, or
a more efficient approach to providing service delivery under
the program, or a less burdensome way to achieve the program-
natic objectives. ' .

Most of the self-initiated evaluations undertaken by agencies
are of this type, such as:

° An evaluation of cost-reduction alternatives in
meat, poultry, and egg inspection;

® An evaluation of improved procedures for collecting,
organizing, and dissemindting environmental: data-
to the public; and '

¢ An evaluation of OSHA regulations and FEA oil regula-—
tions Lo see how they can be made less burdensonme
(vhich is being done on a White House Task Force basis).

The importance of efficiency evaluations can hardly be
@xaggerated.  Over a period of time most programs beconme
encrusted with barnacles of regulations and paperwork which
have little or no bearing on achieving the objectives of
thesr underlying statutes. One of the most pressing needs
is for each agency to select (systematically each year)
programs for evaluation on what the OMB Director calls a
"hbrand new law basis." Using this technigque, the agency
should ignoxre all the regulations and forms that have baoen
buile up under a program {(or group of reclated programs with
similar objectives), and look at the program as if the
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“ Kpproved For Rels hSe 2008/08/08 ; SHERDPPIM00457480390010801435 £loxibil~
i%gpra\c')%st{WStatute allow? What do v really want the -

necessary?  What amendments o the authorizing law would
help? Usually, agencies should hold public hearings and
invite written submissions from the Public to get a wide
ranje of views before answering these guestions. This
kind of review can have big payoffs, not only in programs
that deliver more, but also reduce administrative costs,
papoerwork, and other burdens on the public, whether
individuals, businesses, or State and local governments.

- Rrogram to do? What regulations and forms are really
s

By and large, there is little evidence of broad personal
interest in evaluation on the part of agency heads.

There is substantial activity —-- Federal expenditures for
evaluation studies (narrowly defined) are now approaching
$150 million annually. However, many of the studies

prove to be of marginal relevance to policy deliberations;

evaluation priorities are rarely established at the
agency head level. Too often, an evaluation is made
simply as "insurance" -- to be able to point to the out-
side contractor's blessing of the program if and when
criticism of the program comes. The situation is
characterized by general unevenness —- some successes,
some failures. - Unfortunately, good evaluation systems -—-—
either for program impact evaluations or efficicency
evaluations -- are still the exception, not the rule.

OME has been stressing the need for the developnent of
priorities and schedules for evaluations of various kinds
and the importance of linking these findings to the budget
process. OMB has been selling the concept of better =—-
not more.~-- evaluations and prioritizing the evaluations
to be done as tools for improving program management and
for identifying both the programs that should be Junked
and the new approaches that should replace the old... .-
There has been a little progress, but we still have a
very substantial way to go.

Promosed Acitions: . ~

The agencies should:

1. Within 60 days after the meeting, report to OMB with
respect to the establishment (or improvement) of a
policy and evaluation unit within the agency
reporting directly to the agency head. -This subhject
will be nore fully discussed under "Decigsionmaking
and Departmental Organization' (Tab IF).
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Sulrad iﬁv*n accocraance olth OMB i?ﬁﬂ“nCﬁ which will
follow this m:pulng, 2 wmanagement plan (Lo comple-
ment the agency bndgel submission for ¥y 1978)%
and as part thereof describe the agency's proposed
programn impact evaluations to be completed or at
lcast started in ¥Y 1977, FY 1978, and FYy 1979.
These plans will be revicwed and finalized in the
course of devdélopment of the FY 1978 budget

Submit to OMB within 30 days after this meeting ten
efficiency evaluations r- determined on a priority
basis -- now under way or planned (a) for the

period through December 31, 1976 and (b) to the end
of ¥Y 1977, all with leetableq for completion. If

~the agency can't identify or handle ten, it must at

least explain why not.

In the management plan referred to above, provide
for systems that will assure (a} identification of
those programs that should receive program impact
and/ox cfflcxency evaluations on a regular basis,
{b) the proper timing .and frequency, (c) proper
design, (d) propér public participation in design

.and implemenLcLion, {e) . proper interagency coordina--
~tion in. such evaluatlons, ‘and- (£) - that such evalua-
‘tions are propdérliy coordinated with the hudget

process and policy-making.
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REDUCTION I THE BURDEN OF FEDERAL
RECULATION AND REPORTING

P

P . Sre e ot
The initiative is to accomplish a substantial reduction in
the time spent by individuals, State and local officials, )
and businesses in dealing with Federal regulations, including
papervork, £illing out forms and providing information xe-
guired or requested by the Federal Governnent. '

Statement of Problem:

The public believes that Federal Government agencies ask
too many questions about too many things too often for no
understandable purpose. This is clear from: (1) corres-
pondence received from individuals, from organizations, -
from Congressmen, from businesses, farmers, State and local:
governments and universities and hospitals; (2) from a con-

~tinuing flow. of complaints in congresgsional hearings and

ZfrOm;hearings'before‘the:CommiasiQﬂ on Federal Paperwork;

and (3) from comments in the Congressional Record and f£rom

& wide variety of legislation introduced to deal with this
problem. : : ' :

In addition, the administrative management burden that the

- Federal grant system imposes on State and local governments

as well as on the private sector. is staggering. The com-
plaints from State and local officials can be sunmarized

as follows: Federal administrative regulations are incon-—
sistent, unnecessarily restrictive, inflexible, overlapping
and insensitive to local needs @nd differences.- Their. -
combined impact increases program costs, complicates pro-
gram administration, expands State and local bureaucracies,
and distorts or slows the original intent of the Federal
program. -

~

I. Reporting Burden Reduction

To the extent that the public outcry reflects opposition
Lo certain public policies or aspects of public policy
that the Administration boelieves are sound, there is no
solution within the {ramcework of .y nanagerial initiative
directed at public reporting per se. There will always

be soime criticism of governmental paperwork.
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tinue anc gorously examine their actual needs for and
uses ol information collected from the public.

If the executive branch is to be responsive to public
criticism in this area, there must be a continuing top-
level commitment in each agency to holding down public
reporting requirements, and this commitment must be
supported by operational means which will assure that the
commitment is met.

The Tresident's letter of March 1, 1976, to agency heads
assianed personal responsibility to them to make +this
commitment. <The guidelines established by the Director
of OMB on March 2 provided an outline for them to use in
establishing operational procedures to secure continuing

- adherence to this commitment¢

The President's short-term goal of reducing the number of

reports by 10% by June 30 was an effective means of secur-
ing top-level atterntion to the problem but only a beginning.
The task of reducing the reporting burden remains.

Because 80% of the burden of Federal reporting, measured
in work-hours, is related to responding to some 200 Federal
form=s, which is a small fraction of the total number of
forms, ‘eliminating forms does not necessarily have much
impact on overall burden. Among relatively burdensome
forms are many applications, such as those for passports
and Medicare payments. Benefits are involved anad clearly
the forms are not going to be elininated completely. Also

"Congress continues to pass laws which add to reporting

burden as, fer example, the receni pension legislation.
Reducing burden, therefore, means working to simplify
forms, looking for ways to reduce the total number of
respondents, collecting data less Erequently, and review-
ing existing legislative requirements. These tasks are’”
considerably more difficult than elimination of obsolete
Oor marginally useful forms. )

\-.
~

II. TRegulation Burden Reduction .

This Admirnistration has taken a number of steps to ease
the ¥ederal regulatory problenm from the standpoint of

the private sector of the economy. There is a need for

2 Presidentially directed effort by the major grantmaking
agencies to attack the problem of Federal regulations
affecting State and local government. This problem has
now boecome the number one complaint that .Governors, Mayors,
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the sceriousness and urgency of this problem has comes from
many sources. We have testimony on the subject from State
and local officials at each of the Domestic Council Foroms
held last fall. Federal over~regulation and program manage-—
ment were priority subjects discussed at the National
Governors' Conference in Feuruary. :The Advisory Commission
on Intergovernmental Relations, the Commission on Federal
Paperwork, and the National Science Foundation . all have
studied the issue recently.

Much of the problem is attributable to the great number
and undue complexity of statutory programs. There has

been a little legislative progress (e.g., the Community
Development Block Grant program, and some new OMB grant

I simplification rules) but much more is needed, e.g.,
.enactment of the President's recent block grant proposals

and of the proposed Agenda for Regulatory Reform Act.

But much can also be done administratively. The proposed
new food stamp regulations are an effort in this direction.
It's obvious that systematic program impact and efficiency
evaluations discussed under Tab B are vital to attacking
both the paperwork and regulation problen. For example,

~"brand new law basis" reviews of existing programs (dis-

cussed under Tab B) may well he one of the hest ways,
particularly if related programs addressed to the same
beneficiary or regulated groups are reviewed together in
this 'manner.

- Proposed Actions

I. Reporting Burden Reduction

A. Agencies will be given the task of reducing the--
reporting burden on the public by 15% by the end of Py
1978 (which gives enough time for enactment and inple-
mentation of substantial reform through legislation), of
which not less than 5% shall be realized by the end of
¥Y. 1977.

B. Recognizing that the opportunities for achieving
these targets varv from agency to agency, OMB will direct
agency head attention to specific programs which appear
to have large reporting -burdens that might be reduced,

either by administrative action, new legislation or both.

<
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tentadllive Dion ror redvcing paporvork burdon further with
timetiihles thirough December 31, 176, ¥FY 1977 andg Y _1978.
To the extent possible, each agency should adopt the S
5% targoets or better them.

D.  Within 60 days OMB shall supnit to the President a
consolidated paperwork burden reducition plan for all of the
agencics showing how the targets for FY 1977 and FY 1978
are going to be met or bettered. - It will be understood
that such plans are only tentative inasmuch as further
review in the months that follow will probably show the
impracticality of some of the steps provided in the tenta-
tive plans but also reveal additional initiatives. New
program proposals developed for the State of the uUnion may

- well have these results.

Overall ceilings are to be established by OMB for
the number of repetitive and single~time reports to be pexr--
mitted. Present stringent short-term guidelines will come
into cffect automatically when ceiling is reached. Such
guidelines may be introduced selectively for agencies which
reach their assigned share of the overall ceiling even
though the ceiling itself may not ke reached for the
executive branch as a whole. '

E. B will develop and put into effect within 60 days
additionql standardized financial and administrative pro-
cedures to reduce the reporting burden. For exanple,
public hearings and invitations for written comment from

.the public will be reguired, on a selective basis, with

respect to proposed new forms or renowals of old forms.
Where such a requirement is imposed the agency involved
should consider expanding the review +o be broader than
just review of the particular fexm involved, e.g., expand-
ing the review into an efficlency’evaluation which includes
the regulationsg involved, and where appropriate, a “"brand
new law '‘basis” evaluation. New procedures will also
include ways Lo assure that the paverwork burden implica-
tions of proposcd new or modified ldws or regulations are
considered. One Possibility being developed is by adding
explicilt reqguirements for papexwork bhurden assessment in
the inflation impact statoment process. Another is
requiring paperwork asscossments in Administration comments
and testimony on congressionally initiated bills.-

Approved For Release 2005/06/06 : CIA-RDP79M00467A003100100011-5



- 1. Approved For:-Radease 2005/06/06 ; CIA-]

-RDP79M004674803100100011-5
ticn

/.o The proposed actions as to both program impact and
efficiency evainations outlined under Tab B must have as an
important pricrity the reduction of regulatory burden.

1. In certain instances, a task force approach will
be uscd (like the FEA oil regulation and OSHA recviews that
have already been started).

C. A document delivered toc OMB on July 8 by the
National Governors' Conference identifies six general
problems the Governors believe deserve prompt.attention.
This initiative was reguested by the Administration, and
the Administration response should be timely and as forth-
coming as possible. Accordingly, the President should

>.receive a proposed response within the next 30 days with

August 30 as the target date for response to the Conference.
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CONTRAECTING QUT T
AND
HOLDING DOWN OVERHEAD COSTS

-,

LR -

This initiative is intended to reemphasize the Administra--

tion's policy of maximum reliance on the private sector

for goods and services needed to carry out Federal Govern-

ment activities.  This initiative alse includes.identifying
othcr ways of holding down government overhead costs. |

Statement of Problem:

Executive departments and agencies need to pay more atten-
tion to implementing the long established policy (prescribed
in OMB Circular No. A-76) of maximum reliance on the

private sector to supply the government's needs.

Agencies also need to follow the example set by business

- in working hard at cutting back overhead costs. Government

will probably never do as well in this regard as the private
sector because (a) the private sector has a much better
measurcement tcol -- profit and loss Tigures, and (b) in

the private sector a firm will go out of business if its
competitors produce a better product or service or offer

a lower price whereas government is a monopoly. Nonetho-
less, the government should have as good systems as possible
for controlliing overhead costs. We are all aware that there
are still, for example: :

~T unnecessary trips being taken,

~— computers printing out reports that nobedy looks at,

YT eXcess capacity in reproduction and audiovisual
equipment,

TTounnecessary paperwork piling-up in files that
never gecv opened and take up needed f£loor space,

~= inefficient mail practices,
~— facilities that are not properly used, and

~= too many lavers of nanage ent -batween policymakers

-
]

and the peopie who actually turn out the work.
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Cantricting Out.  The driving force of our 200-year history-

fhas ©yen our private sector, yet over those vears- there
vhas boeen an unmistakable trend toward bigger and bigger
rgovennment.  We should rely more on the private sectom if
rve wilnt the cconomy to continuc to grow, thus providing

“vil_.\—" : ) . : . ’
‘new and better choices for the Lmerican people and pro-

i
’

N . - A . . .
‘ducinyg. needed goods and services. The President has given

A 1L

s

Vgt
Ly o

-

e

“op pricrity and has initiated several prograns to

2 £ that long-term trend of big government, e.g., as
fin urgnium enrichment. :

T W ey .

‘@owe@er, returning activities totally to the private sector
£is only part of what must be done. Even where the govern-
rmentivetains responsibility for the activity, government
Eﬁﬁ;r’ﬁ pursue contracting out to the private sector the
Eperiinance of elements 'Oof that activity, wherever feasible.
Specifically, agency reliance on contracting out has been
Linadeguate as indicated by a conservative estimate (based
fcn agency inventories) that approximately 10,000 commercial
éah&‘;hdustyial activities are conducted by the government,
gxdf" r capital investment of $12 billion and an annual

: fing cost of $7 billion. There is some evidence that
L.agescy heads have not given a high enough priority to
%ﬁdantifying those products and services best provided by
fprigate enterprise rather than by in-~house personnel.
YCorGlaints continue to be received that some executive

ﬁ’ ies are directly undertaking many projects that could
p e rformed commercially. - :
g A C . . :
iAmeZzhe other hand, there is evidence of some actions in

-

At right direction. For example:

NASA is coniracting for satellite conmmunications
{ services rather than purchasing the satellite
?} and associated eguipment R

TRy A spmie, TR

‘The Poension Benefit Guaranty Corporation is con-
sidering the use of commercial computer services
to maintain records on the thousands of retirement
programs they must monitor.

s:ieffort toward maximizing contracting out takes on a
v dimension with an OMD publication, for issuance somc-~
ngtaround the week of July 12, containing a new Federal

g6
:tirement cost calculation of 24.8% of dircct pay.
fiently, a 7% add-on is used in calculating the cost

*h .
LT o
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i 2rsun contracting

relative costs of in-house performance ve
out and presonts many new opportunities for carrying out
the policy ©f OMB Circular No. A-76. 'ha\

Overhead Costs. Recently there has been considerable
discussion oi

I overhead costs in government. This Adminis—
tration has emphasized the need to hold down governnent
overhead. Yet little information exists on the actual
overhead rates of various programs. Traditional appro-
priation accounting gystems do.not ordinarily separate
program costs from overhead costs. As a result, we do

not know with certainty what our overhead costs are, or
what happens to these costs when programns are slowed

down or stretched out.

A recent OMB study indicated that as block grants replace
categorical grants, Federal administrative costs decline.
However, since no systems exist for determining aggregate
overhead rates--at the Federal, State, and local level-—-—
the study was unable to determine to what extent these
reductions axe offset by increased State and local costsg
or whether, conversely, State and local costs are also
reduced. ’ ’ -

A GSA study that tried to aggregate Federal, State, and
loczl overhead costs for six grant programs indicated
that total overhead may represent a significant poxrtion
of the costs in some programs. Even small reductions in
these rates could produce tremendous savings.

The proposed actions covered 4in Tabs B and C -~ systematic

program impact and efficiency evaluations and reductions

in paperwvork and regulations -- should lead to very sub-
startial recductions in overhead costs. 0ld programs will
give way to better, nmore easilyadministered ocnes, pPro-
grari procedures will be streamlined, less papervorls will
be processed, and less regulation will nced to be supexr-
visced and audited by Federal employees. But even though
these kinds of specific efforts have great potential for
better gover:ament at less cost, there are other categories
that may be viewed as overhead or Program costs in which

"there are potential savings. While these categories

do r.ot involve the same magnitude of potential savings,
they are nonetheless important and will be betler undar--
stoced by the American people:
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~-  ADP practices,
~~ cash management,
~-  reprcduction equipment,
----- audioﬁisual aétivitiéé,'
=~ telephone equipment and usaga,
— mailing‘practices,
—— office space,
-=  reacord storage,iand
~~ use of personnel (see Tab E) .

Some agencies have done good‘work,in-these areas. GSA,
for example,.has;provided advice to agencics on records

storage and disposal that has saved millions of dollars.

Agriculture, by improving cash anagement practices in the

‘Farmers Home Administration, has saved $20~$40 million a

year in interest costs..

With regard +o travel, OMB issued Bulletin No. 76-9 in
December 1975, which called on all departments angd agencies
t6 develop and implement austere plans to eliminate fravel
not essential to mission accomplishment and to minimize
travel costs. The Bulletin furnished specific guidelines
and required agencies to prepare reports of ¥Y 1976 savings
resulting fron implementation of their revised travel plans.
Subsequently, as a result of congressional action, the
Bulletin was amended to require a raeport comparing travel
costs for the second half of F¥ 1976 and the comparable
period of rY 1975, Agency reports are to he submitted to
the General Services Administration by mugust 15, 1976.

In the audiovisual area, an interagency Federal Audiovisual
Committee currently chaired by the Office of Federal Pro-
curement Policy in OMB is responsible for developing and
issuing improved policies governing the procurement of
audiovisual products and the management of audiovisual
facilities. 9o date, policies have been promulgated to
curtail the use of rederal personncl as performers in
audiovisual productions and to require the Phase out of
in-house motion picture processing facilities. Estimated
personnel savings resulting from these policies approach

[

.

Approved For Release 2005/06/06 : CIA-RDP79M00467A003100100011-5



Lo P P - R
; A PR R L

P SV LG LG, O R A R R S TR TN 24
vO S hdnate or TONSOLiAdule o oine Of tho “GOoavd al Tamil-
Appmvédwwage 2005/06/06 1 1G1A-RAP79M0046 74903100/ Departnents
Oi Justice, Transportatlon, Delense, and Health, BEducation
and Welfare. SR

. "3&‘?’:
Propozed Actions
AT i D

Congggctihg Out.

1. Within 30 days after the President's meeting, agen-—
cies should submit to OMB an initial plan for increasing their
reliance on the private sector to carry out overhead ox
program functions. Unless very good rveasons arcé given, each
agency will be expected to identify at least five functions
bresently performed in-house that will bhe put up for private
sector bids within 90 days. Agencies will be expected to
better these targets, whenever Possible.

2. Within 60 days after the President's meeting,
agencies should review and revise their implementing instruc—
tions and procedures for contracting out (OMB Circular No. _
A-76) to ensure that all in-house commercial and industrial
activities are reviewed and terminated if not justified as
an exception to the contracting out policy. Agenciles are
also expected to tighten the review of proposals to initiate
OrX expand in-house commercial and industrial activities.

To assure that such instructions are carried out, systems
for periodic review of existing functions and review of new
broposals from the standpoint of A-76 should be installeg.

" Overhead Costs.

3. Agencies should set up systems for routinely deter-
mining and analyzing overhead costs. This need not involve
costly new recorxdkeeping systemg, but could rely instead
on cost-finding techniques ana special studies, -7 7o

4.  OMB should intensify its review of verhecad costs
in the budget process,; and should provide leadership and
assistance to the agencies in setting up overhead analysis
Ssystems. ‘

Travel.,

5. To hold down tTravel costs:

—- Agency heads ghould personally review fiscal year
1976 reports of travel savings and accomplichments
pPrior to submission to GSA in August 1976 - to
rdentify areas where greater improvemont can be
made .

c
1
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' Apmbymi@gﬁ?ﬁ%sifgggmfg'ﬁﬁﬁﬁfﬁ; reduce travel costs in

fiscal year 1977. fThis plan should include a
specific and challenging reduction goal and should
recmphasize the travel guidelines of OMB Bulletin
No. 76-9 (e.g., eliminating nonescential trips and
foreign travel, conducting more business by phone,
and limiting conference attendance).

-= OMB will forward suggested methods and procedures
for agency consideration for further controlling
travel to assist in the developunent of this plan.
These methods and procedures were identified during
the review of agency travel plans and programs by
the General Services Administration, earlier this
year.

ADP Practices.

6. Agencies having substantial ADP investments should
organize a Program that focuses on:

~= Treducing the unit costs of data processing,

~~ - eliminating nonessential or marginal computer
workload,

~— reducing equipnent rental through increased
- competition,

—~ carefully analyzing the need and nethods used for
expanding government computer capacity,

-= minimizing the automatic computer issuance of
inaccurate or unnecessary checks and purchase
orders, and. : '

- -
Z . - o - et

——  Strengthening agency ADP management to overcome
’ problems of computer fraud and security.

Cash Management. ' N

7. Agencies-- particularly those with significant col-
lection operaticns, like HUD, Interior, FEA, SBA--should
follow ﬁgricultpre's lead in modernizing their cash manage-
ient practices. This would include:

~— rapid billing and collecting prpcgdures,
T Proper timing of payments, and
—— accu_:até cash forecasting.
Treasury aﬁd CME will assist in these efforts, and, within

20 d :Kbiﬁro‘"\‘“/g&‘%gr Reiéask 200%106/06 “CIARDP7OMO04A6ZA003900100811-8n savings
R ERS g TIPS

that o ean be realizod,



[

[ ~e T . R Lo . s g a T L T e de gyl
LT Wt L P SR G [ N O SR D S (SRS G
a i
R P N L L PR N
YOI TO Lo [ANeEE LINENCIC

suenclon mnovil
" Approved For Rﬂease—' 2005/06/06 : CIA-RDP79M00467/8P3100100011-5
©T require most efficient uce of reproduction

equipnent, 5;,;\
"-; _' e
- maximize centralized field duplication servicas,
and

-~ dispose of or retire records to storage in
accordance with records control schedules.

GS2a should review and reenergize agency efforts in these
areas and, within 90 days after the meeting, report to the
President on savings that have been or can be .realized.

Audiovisual Activities.

9. The Departments of Justice, Transportation, and
Health, Education, and Welfare are scheduled to report to OMB
in July on theirx plans for consolidating their audiovisnal
facilities in the Washington, D.C. area. A similar report
is scheduled from the Department of Defense in August.

Heads of these Departments should personally review the
reports prior to submission to OME.

In addition--to hold down overall audiovisual costs-—--all
agencies should:

« 7T review existing focilities both in central offices

. and in the field, and eliminate or consolidate,
where possible (keeping in mind available facilities
in other agencies and in the private sector);

—= establish controls +o prevent the acquisition of
unnecessary equipment and supplies; and
3 s

-~ use existing Government-owned films, video tapes
- and recordings in lieu of new acquisitions, where
possible.

Within 60 days after the meeting, OMB shall report the
results of this effort to the President.

Telewhone Equipment anad Usage.

10. Millions are spent annuvally on telephone services.
There has to be some control placed on the services provided
by GGA through the Federal Telecomnmunications System as well
as those services secured hy direct telephone contact.
Agencics should review their exXisting telephone equinment and
usaga to hold dow:n costs and, where appropriate, reguest G54
assisiance in this reviow. Special attention should be paid
to O3 guidance in this area. Reports to OMB on achioved

and expected Sae\{éé S1S 25681d6/66 éﬂgRgpygi\mme(?ﬂompm W01ty the

mnaeid IA_'pproved For
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11. 7To Gficcc cost savings in postal meilings, agencies

shouwld: S,
™,
N

~~ issue instructions on the most ecopomical utfilization

» of avallable serv.ces basqed on the guidelines and
handbooks issued by the National Archives and Records
; Service (NARS), :
i -- provide adequate training for employees to implement
i the instructions,
: : =~ monitor mail practices to insure that mall is sent
K by the most economical means
i . -~ seek the as sjutancc of NARS and the Postal Service
i ’ to effect economies 1n the handling of mail, and
A
3 —— xyepoxrt to NARS within 60 days, on achieved and expecte
1 savings in mall practices.
1
1
g ' Office Space.
1 . 12. To effect efficiencies in space utilization, agencies
) - : ,
: should: '
] —-— review present space utilization and assure that per
: - person sguare footage of space is kept to a minimum
; . in keeping with efficient accomplishment of the
I S ; . agencies missions, and
. .
: ~=- submit plans to GSA within 30 days.
G5A should: '
; -- review agency space allocation to identify $pace
that could be reclaimed, reassigned or retired from
: the inventory, and
i
—-= rewrite Fedral Property Management Regulations within
80 days to reflect new space utilization standards
and other requirements growing out of studies and
reviews of agencics gpace nceds
Excessive Layeving. .
13. (To bo %p cifically addressed in wmajor initiative
number S--Decisionnm }1 ng and Departmentdl Organization.)
A
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PERSONNEL MANAGEMENT St

To improve management acrcsc tha Government, a critical
arca for initiatives is direction of the people who

make up the Federal work force. Virtually all management
is personnel management, in one way or another.

Statement of Problem

Performance of the personnel management funcltion is

quite ‘uneven from agency to agency, and improvement
initiatives are too few. This not only adversely effects
program efficiency but also substantially hurts employvee
morale. '

No central organization, in the Executive Office or elsewhere,
ctan expect to get results merely by issuing directives. Agency
heads must set improvement goals and follow up to ensure tha*
they are attained. Although the focal point for this kind

of effort is the Deputy or Under Secretary level, the agency
head must be sure it gets done.

Five broad personnel anagement areas have been selected for
priority attention: :

== identifying and developing personnel having management
promise

e improving the qﬁality of the work force

-— controlling grade escalation and ilmproving position

management S Sy : LT el
—-—- Xrefining and extending productivity measures, and
- constraining the level of Federal employment

These five large problem areas all have the potential for
significant improvements.

Analysis:

Executive Selection and Development-——The effectiveness with
which Federal programs are managed depends heavily upon the
competence and creativity of the career’executives who have

a large share of the responsibility for carrying them out.
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adoeguat o numibor: of whio veople who are well trained for
execulive roles. Most agencies do nod have such systemns.
In tou nany caces, management posilions are £illed oniy,

on the Iasis of seniority or technical competence, with
little attention viven to the selectea's ability to
skillfully manage the prog-ams invelved.

Yet, some agencics have been able to accomplish a great deal.

g
The Internal Revenue Service is widely known for its successful
sclection and developnent program. It is essential that all
cabincl officials and top career executives recognize the
importance of improving the managerial capabilities of their

organizations and seeing that comprchensive selection
and development systems are established.

Quality of the Vork Force--Agencies need to do a continuous
job of evaluating employce programs in oxder to improve the
quality of the work force. First and foremost, agency heads
must assure themselves that systems are in place that work
toward recruiting and hiring only high quality employees.
Further, a better and more conscientious job of evaluating
enployee pexrformance is nceded to ensure that the best
employecs are trained-and advanced as rapidly as possible
and that unsatisfactory performers  are reassigned to jobs
they can handle or removed. Greater use of incentives, both

“tangible and intangible, should be made to encourage and reward

the most offective supervisors and managers. Too often,
special award selections are done on a mutual "back--scratching®
bacsis from below.

Training programs must receive a closer look +o ensure that the
right kinds of training are being offered and that the right
people are trained, not merely those who can more readily be
spared for training. It is far better to train fewer people
and to be certain that those whds receive the traiming -put it
to use and are likely to advance as a result. ’

Position M
classificztion and position management to agency heads on

May 27. 2As it pointed out, in the last 15 to 20 years there
has becen gradual rise in the average grade of General
Schedule employeces. Much of this is c¢learly due to techno-
logical « iex changes in the composition of the Federal
work forcoe which are reflected in jncreased in the propoxrtion
of technical, professional, and managerial cuployees. Dut it
i1s cqually cleax that soma of this grade escalation is due to
deficiencies in posiltion nanagement and classification.

*

nt-~The President issued a memorandum on positic
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haﬁpWZNemﬁ.d%¥ﬁ§3:3v£¥$)dtabjc ir the last feour vears. But
no department seews to have a consictently good recerd of
totally holding down grade escalation throughout all of its
components, grade levels, and occupations. "Grade crecp" is a
centinuing phenomenon which unnecessarily increases the expensc
of Covernment, and it must b2 restrained by a serious reexamina
tion of agency systems for position management and classificati
with appropriate corrective actions. Rach one-tenth of a
Government-wide average grade incroase Gostd roughly $12(
million at current GS salary rates. =~

TC.G20

Productivity Measurement——Yet another aspect of the inadequate
attention given to personnel management matters is the failure
of some agencies to develop and utilize meaningful productivity
nmeasures for judging how effectively organizations and
individual managers are performing. Productivity measures
have been develoved covering approximately 65 percent of

the Federal work force. Although it is true that some
functions don't lend themselves to productivity measurement:,
there is still a significant percentage of the work force

that should be covered and isn't. It also should be noted
that the validity of some of the productivity measures-—-

and the resulting data--is being questioned. OMB is exploring

involved.

this problem on a continving basis with the agencies

Several agencies have developed or are initiating substantial
improvements in their measurement systems, and attempts are
being made to relate the systems tO petter management
control and evaluation. These include the Parmers Home
Administraton and the Agricultural Stabilization and
Conservation Sexrvice. Current Tigures available indicatc

an average annual rate of productivity improvement of 1.59%
since 1667. Certainly this can and must be improved.

Employment Ceilings~-In the case of personnel ceilings; three
problems need to be addressed:

—= During the last several years the Congress has begun, in
various ways, to mandate minimum levels of employment

for certain programs or organizational elements (e.g.,

HEW-health programs; Agriculture~Farmers Home Administratio:

Soil Conservation Sexvice; Interior-National Park Service).

-—  As demonstrated below, emplovment levels of some agencies
G % > 3

have increased very rapidly over the past 10 years—-
even when program increases are taken into account;
#*
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(roundced to ncarest hundred)
HEW ~ _Justice  Treasury VA
Junc 1966 {actual) 99,000 33,300 90,600 169,300
Juna 1975 (actual) - 141,800 51,000 119,300 209,100
Junc 1376 (ceiling) 150,100 .. 52,200 123,600 222,800

—— The level of Federal employment must be constrained
for budgetary purposes as well as basic Administration
policy. Agencies must therefore accomplish their
pPrograms within their assigned employment, ceilings.

Again the proposed actions covered in Tabs B, C and D have _
great potential for holding down federal employment through
program reforms, reduced paperwork and regulation and more
contracting—-out, etc. . But just plain good personnel
practices also are important. ‘For example, success in i
productivity measurement and inprovement can go a long

way tcward reducing or at least constraining the growth of
personnel and meeting ceiling requirements.

Proposed Actions:

‘1. Agencies must establish and improve comprehensive
sel-cltion and development systems providing:

== selection processes which ensure that when

. management vacancies occur they are fillea
- carefully with the best qualified individuals
' available;

== Mentification of mid-career employees with the
greatest managerial potential, and provision of
developmental experience to prepare them for future
responsibilities; S e e

-~~~ planned training and other developmental opportunities

designed to focus incumbent nmanagers' attention on
their managerial responsibilities and to enhance
theirx abilities. ~ o

2. Fach agency will establish or identify one executive
selection ang development system to serve as a model
for stimulating the establishment of comparable systems
in all major orgapizational components.

3. As an immediate part of this long-range and continuing
effort, agenciecs must implc went an ‘operatonal "hicgh
potential" identification system and prepare individual

developmental plans for a small number of people with the

very highest potential.
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N OYaox rGentisly priority wav Toving overall
work force quality. These evailuations will caver the
quality of recrultment, the enployee performance. evaluatior
process, careexr advaHCumonL, managerial incentives,

-and training programs.

5. Agencies will begin the caveful, systematic reexamination
of internal position management and classification
systems called for in the President's May 27 memorandum,
in accordance with detailed CSC instructions issued July 2.

6. OMB and CSC will sp901fy gpcc1dl reviews or Lnstructlondr
on a selective basis, in agencies where -there seem to be
excessive problems of overgrading, duplication of work,
or under-utilizatic of personnel resources.

. 7. Within 90 days CSC and OMB will submit an initial
report to the President analyalng the steps taken or
planned by each agency to carry out 1 through 5 above,
and will update such report at least quarterly
thereafter. Each agency shall cooperate fully in the
preparation of such report.

8. Agencies will institute a program to refine existing
product1v1+y measurements and extend them to funcltions
not now covered. They should include a progress report
on this program as part of their FY 78 budget submission.
General guidance and assistance will be providead by

the Burecau of Labor Statistics and the National Center
for Productivity and Quality of Working Life.

9. Agencies will increase the applied use of productivity

- measures in supporting staffing and budget requirements
and for purposes of management ecvaluation and control.
A Government-wide goal of_2 percent impro ovemaent in
productivity, in the functions currently méasured, will
be set between now and the end of ¥Y 77. FEach agency
should include projected improvements in its calculations
for its FY 78 budget request.

10. Agency heads, as a matter of basic operating philosophy
and policy, will work toward construlnlng Pederal employ-
rent.

11. Agency policy officials will actively oppose Congressional

efforts to mandate minimum cmp]oymoaL levels for specific
programs ox organizations.

Approved For Release 2005/06/06 : CIA-RDP79M00467A003100100011-5



Approved For Rglease 2005/06/06 : CIA-RDP79M004674803100100011-5 6

13.

-

heads of agencies will take a personal interest in
ng that Presidential cmployment cellings for
both full-time permanent and total employment are not

rgencies will evaluate their current internal systems for
administering personuel ccilings to look for better ways
to ensure their compliance with those ceilings and
flexibility for intra-agency ceiling reallocation. A
report on this will be subnitted to OMB within 50 days.

e
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DECISIONMAKING AND DEPARTMIENTAL ORGANIZATION

=

The mechanisms and organizations which assist agency heads
in the decisionmaking brocess and in assuring decisions
arc fully implemented must be improved.

Statement of Problem:

Many agencies do not have the mechanisms which provide an
effective decisionmaking environment and mechanism for
follow-through for agency heads.

- Systems for establishing measurable and trackable
praority objectives still do not exist ‘in nany
agencies. ‘

R DeéisionS‘are“tOO“ofteanaae'without adequate con-
sideration of all the factors that should be taken
into account. : .

- Internal management information systems do not pro-
- vide accurate, timely, or complete data and, con-
- versely, provide data that are not used and not
needed.

- Many agencies do not have a centralized capability
to guide, on an unbiased basis, either evaluation
of existing pPrograms or consideration of alterna-—
tives to current policies: and programs, or -to... .
follow-up policy decisions to see that they are
-expeditiously implemented.

- Lxcessive layers of administrative and nanagerial
personnel may impede the flow of vital information
from below or dilute the effectiveness of policy
decisions made at higher levels.

. Programs cecxist for years without direct feedback
to agency personnel from the people or businecssoes
impacted by the program. o

- The same programs arc often audited by TFederal,
State, and local audit groups. These audits nead
to be better coordinated to climinate needless
duplication.
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Tialuetion Units.  Many agency heads find

pract LIy 2iiEheir €ime iy spent in "fire-fighting"
matlers day-by~day, testifying, dealing with media and
giving speeches; little time apprears available for think-
ing abcut the "big picutre" —-— what their acgencies should
be trying to accomplish and how well they are doing it.
Some institutionalized system within each agency is
heeded For identifying goals and priorities for agency
heads and other high-level managers within the agencies.

Symptomzitic of these problems is the great unevenness of
the manzgement by objective efforts among the agencies.
Such obZectives are supposed to represent the agency
head's ideas as to the most important things to be acecom-
plished during a period of time (usually not more than a
year or year and a half) -- things that are quantifiable
or otherwise measurable to see whether the objective is
being met.

At some of the agencies MBOs are virtvally non-existent.
At others, so-called MBO objectives aren't objectives at
all; they are simply goals or missions that aren't quanti-

fied. %o use a fictitious example: "We will improve
education." Other stated objectives are surely of much
lesser priority than ones that have becen totally omitted.
Some of these shoxrtcomings in carrying out the intent of
the MBO process is directly attributable to lack of a
unit and a system within the agency to assist the agency
head in identifying options and priorities on majox policy
and program matters. , :

All too often, important policy or programmatic recommenda-—
tions are brought to the agency head without requisite
answers wo a number of questions that in any systematic,
thorough approach, should be alswered. This. weakness has
been recognized, but only in a symptomatic way, by the
imposition of "impact statement" requirements —- by law
(environmental) and by executive order (inflation); and
there are proposals in Congress for others, €.9., con-
sumer impact statcments, paperwork impact statements, etc.
But what is really needed is a systematic approach to
take into account all relevant factors in the decision-
making process. In this connection, the materials
attached to this Tadb from the President's 1974 National
Growth and Development.repprt are well worth reading at
this point. '
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right kind of monagemnent SErucluye €O orsure use of the .

checklist. There is no consistent sbtructore —-— instituticnal

mechanisme ~-- for unbiased policy development, evaluatvion,
and monitcring policy execcution. Whilce some departments
have moved in the right direction by ascigning the program
analysis and eveluation fuactiocr o assistant secrctaries
(Labor, HEW, HUD, USDA, Justice) or to Offices of Planning
and Bvaluation (Commerce, DOD) , there are many others, such
as Trecasury, which divide evaluation responsibilities

among bureaus. When a program manager has evaluation re-
sponsibilities, it is difficult for him to provide unbiased
evaluations to his superiors up the line.

Even where an agency has the institutional structure on
papex, it too often doesn't have il in practice. The job
to be done is assisting the agency head in determining
priorities, reviewing policy and programmatic proposals
received from bureaus, identifying probloms and possible
solutions that bureaus nay not raise, being sure the
questions on the checklist are answered, identifying
issues that reguire joint work with other agencies, and
seeing to it that the agency head's- decisions are carried
out. In many instances the agencey- head- - simply hasn't
made it clear that this is what is wanted. In some

cases it's simply personnel inadequate to the jaob.

There is probablv no problem covered in these background
papers as important as this one. Uniess au agency has a

bnit to give the xind of unbiased, o ol

the agency head that Lho above discied
inadeguate progress wilil be nade on wost

mvisions,

< the other
actions proposed in those backaround pap Eaency head
: LA - il o Sl A S AL
involvemant in carrving out the action a nani s
«

provided in thai Ter

book 1s crucial. Bul his or her time
is luimited. The main effort nust be entrusted to.such. _
a unit, whatever it is called.

Public Hearings. Another problem area is that agency
decisions tend to be made without adegquate opportunity
for those outside the Federal Government to be heard.
In this Administration there has been growing use of
public hearings. Hearings not only produce additional
knowledge, possible solutions and a wide range of poer-
spectives reflecting differing priorities, but also:
a) tend to make the ultimate decisions more
acceptable to the people impact@d/by thew, and
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problems than a Conguvmor Protection Agency and .
tlhan some of the "sunshine" proposals.

nt Layering." Internal organization of agenciles
is not uvsually the subject of systenatic and objective
review by agencies, and O3 .imposes no regular requirement
to specifically review their structures. .The responsgi-
bility for this subject has been left to agencies as part
of their basic management function.

In the President's May 27, 197é, Memorandum for the Heads
of Departments and Agencies, he specifically identified
this problem and requested them to review their organiza-
tions. -

OMB, in conjunction with several agencies, has started a
comprehensive study of supergrade positions with an eye
toward possible reduction of management layers. The study
was initiated as a result of recent increases in. these
types of positions. For example, ERDA, which is requesting
46 new supergrade positions, currently has 446 supergrade
positions of which 86 are deputies, special assistants,
assistants to assistants, or assistants to deputies.

Accounting Systems. Since 1950, only about half of the

286 Tederal agency accounting systems subject to approval

by GAO have been approved, as required by the Budget and
Accounting Procedurcs Act of 1950. However, of the 148
systems approved by GAO, over 70 percent were approved in
the last 7 years, while 19 DOD systens were approved by
GAQO in 1975. . Other agencies, such as State and HEW, con-
tinue to have financial management problems which may
call for wmajor improvement efforts.

Proposed Actions;: ’ ~5 : _ e s

fach agency should:

. Determine the extent to which there is a unit
within the agency reporting directly to the
agency head which has the mandate from the
agency head and the requisite personnel to
assist the agency head in carrying out the
following in an unbiased manner: (a) deter-
mining MBO's, (b). assuring that important
decisions arc made only after consideration
of all relevant factors, inciuding the impact
on compelting priority goals of the Adminis-—
tration and on programs of other agencies,
(¢) identifyving the noeed for and guiding
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f} letale ulnuLqu all of the Tore~
v01ng vith the agency's budget process. e
within 60 days aftexr the meot1ng, report to OMB
on the steps taken and remaining to he taken to
stablish such a unic. Scvch steps shall not
1nvolvc an increcase in ceilings oxr rupcxgr"oes.

Review for possible improvement, the agency's
MBO's for FY 1977, and in accordance with OMB
guidance to be furnished,’ submit proposed agency
head MBO's for FY 1977 and 1978, as part of the
FY 1978 budget process.

Promptly include among the agency's MBO's those
necessary to carry out the actions directed by
the President at this meeting.

Develop and insist on utilization of the decision-
making checklist approach to decisionmaking. OMB
will provide promptly a draft with a request for
comments and suggested revisions within 30 days.

Review current staffing patterns and structures

to identify unnecessary position luyerjng and

excessive organizational subdivisions. Develop a

plan to consolidate subunits with similar and

related functions. Establis h guidelines which

will be reviewed by OMB for "assistant to"

positions, including number per policy official

and grade level. Procedures should be established

to ensure at least agency deputy level review of

proposals to create new subdivisions and "assistant

to" positions.

Identify the inadequacies’and improve the design-of

all unapproved accounting systems in order to ensure
se of modern accounting methods and obtain GAO

approval by the end of FY 1977. .

-
a

O¥B is to develop procedures wherchy cach year, in
conjunciion with budgct submissions, each agency
will also submit a management plan for the budget
vear. Such plans will include initiatives to carry
out actions directed by the President at the meeting
as well as such other management initiatives as
appear Cegircable. Managunont plans will be
reviewed and finalized in the buqui process including
Presidential appeals whck, there is disagreement.
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